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Fully 51% rate themselves on the conservative end of the spectrum (1 or 2), 28% say
they are in the middle, and only 17% classify themselves as financially aggressive (4 or

5).

Self-Described Financial Policy
of Women Business Owners

Conservative Aggressive
Source: NFWBO
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MAJOR FINANCIAL BARRIERS

As previously indicated, the most serious self-described barrier to growth among
women-owned businesses, next to overall economic conditions, is the availability of
capital - and fully two-thirds of women business owners report difficulties in working
with their financial institutions. In fact, women-owned businesses are 22% more

likely to report problems dealing with their bank than are businesses at large.’

The most common complaint women business owners have in working with their banks
in order to obtain financing is the need for more assets (28%) and greater collateral
(23%), followed by a limited track record (22%) and the limited experience of banks in

dealing with service businesses (21%).

The attitudes and practices of loan officers are another significant financial barrier to
women-owned businesses. A surprising 20% of women business owners reported that
their loan officer insisted upon their spouse's signature in order to obtain a loan, and
another 14% believe that the mere fact that their business was woman-owned was an
impediment to obtaining financing. Thus, fully one-third of women business owners

perceive some degree of gender-based discrimination.

3 Two-thirds (67%) of NAWBO survey respondents cite barriers encountered when working with their
bank, while a lesser 55% of all small to medium-sized firms report difficuities in obtaining financing. The
latter figure (and all other comparative figures cited in this report) is obtained from a 1992 survey of firms
with less than 500 employees conducted for National Small Business United and Arthur Andersen's
Enterprise Group by The Gallup Organization. See

Survey Results of Small and Middie Market
Businesses: Aftitudes, Issues, and Qutlook, Arthur Andersen & Co., SC and NSBU, July, 1992, p. 10.
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Barriers Between Women Business
Owners and Their Banks

Limited assets

Amt. of coll. req.

Limited track record
Bank exp. w/ svc bus
Spouse signature req
Business woman-owned

Lack of rel w/ bank

Source: NFWBO
Note: multiple responses allowed
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SHORT-TERM CAPITAL NEEDS: TYPES AND SOURCES OF FINANCING

Three-quarters of all women-owned businesses have sought short-term financing within
the past year. By far, the largest single type of short-term financing used by women
business owners is credit cards. This varies significantly from the findings of the Arthur
Andersen/NSBU study, in which more small businesses use bank loans and vendor

credit than credit cards for short-term financing.

@ One half (52%) of women-owned firms have used credit cards for short-
term financing within the past year, compared with 18% of all small to

medium-sized firms.

o Other types of short-term financing used by women-owned firms are:
vendor credit (38%), commercial bank loans (26%), leasing equipment

(21%) and personal bank loans (18%).

@ Credit cards are used most frequently by smaller firms (both women- and
men-owned), while the use of bank loans and leasing equipment is higher

among larger firms.
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Types of Short Term Capital
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Comparison of Types of Short Term
Financing Used
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Despite the problems encountered when seeking financing for their business, banks are
the most popular source of short-term financing for women and men business owners
alike. However, a larger proportion of women business owners rely on private sources

for financing than do their male counterparts.

@ Just over half (62%) of women-owned businesses have used a
commercial bank for short-term financing within the past year, and usage
increases with the size of the business - from 42% among those with
fewer than 5 employees to 71% among those businesses with 25 or more
employees. Similarly, 51% of all small to medium-sized businesses have

used a bank for short-term capital needs.

® Other sources of short-term capital for women business owners include
business earnings (38%), private sources such as personal savings,
family and friends (33%), and vendors (25%).

o While 33% of women business owners utilize private sources for short-
term capital needs, only 10% of all businesses seek short-term capital

from private sources.
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Sources of Short Term Capital
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Comparison of Sources of Short Term
Financing Used
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LONG-TERM CAPITAL NEEDS: TYPES AND SOURCES OF FINANCING

Just over six in 10 women business owners (61%) state that they have long-term capital

needs, somewhat less than the 75% cited by all small- to medium-sized firms. The

types of long-term capital sought within the past year or that women business owners

plan to seek in the next 12 months include term loans from a financial institution and

equipment leasing.

Larger businesses are much more likely to be in the market for long-term
financing than small firms. Only 45% of women-owned firms with less than
five employees say they have or plan to seek long-term financing, while

fully 75% of those with 25 or more employees are in the market.

Forty-five percent (45%) of women-owned firms in the market for long-
term financing (28% overall) have used or plan to use a term loan from a

financial institution.

Forty-two percent (42%) of those in the market (26% overall) have leased

or plan to lease equipment on a long-term basis.

Women-owned firms are less likely to use equity capital for long-term
financing needs. Only 12% of those in the market (7% overall) have
sought or plan to seek equity capital, compared to 19% and 14%,

respectively, of all small- to medium-sized firms.
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Types of Long Term Capital
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Comparison of Types of Long Term
Financing Used
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Although the long-term capital needs of women-owned businesses are similar to most

businesses, a greater proportion of women-owned firms are turning, or are forced to

turn, to private sources of funding -- and multiple sources of funding -- rather than to

banks for their long-term capital needs.

The largest single source of long-term capital, for both women- and men-
owned businesses, are financial institutions. Banks are the source of 60%
of the long-term capital needs of women-owned firms, while they supply
52% of the long-term capital needs for small- and medium-sized

businesses as a whole.

Other important sources for long-term capital needs are private sources
(34% for women-owned firms, 15% in general), business earnings (33%
women-owned firms, 23% in general), and leasing companies (29% for

women-owned firms, 19% for all firms).

Larger women-owned businesses are more likely to use banks for long-
term capital requirements, while smaller firms turn to private sources to
nearly the same extent as they do to banks. However, regardiess of
business size, women business owners are tapping private sources, and
a wider variety of sources, at a greater rate than are other business

owners.
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Sources of Long Term Capital
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Comparison of Sources of Long Term
Financing Used
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SUMMARY AND CONCLUSIONS

Women-owned businesses are a growing and increasingly significant sector of the
nation's economy. They provide employment for more people in the United States than
the Fortune 500, increased sales and employment last year despite slow economic

growth, and are poised for continued expansion and growth in the coming years.

Unfortunately, there are barriers to this continued growth. Financing their business'
growth remains a key concern to women business owners, and access to capital is

identified by them as one of the most significant barriers to their business' growth.

Among the key findings of this analysis of the types and sources of financing among

women business owners:

® Women business owners rate themselves as somewhat conservative in
their financial policies, placing themselves an average 2.45ona1to 5
scale. Fully 51% place themselves on the conservative end of the scale,
28% in the middle, and 17% classify themselves as aggressive financially.
Women-owned businesses neither expand nor contract as rapidly as

other businesses, making them a safer risk for investors and lenders.

o Fully two-thirds of women business owners report difficulties in working
with their financial institutions; women-owned businesses are 22% more
likely to report problems dealing with their bank than are businesses at

large.
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e Three-quarters of all women-owned businesses have sought short-term
financing within the past year; the largest single type of short-term
financing used by women business owners is credit cards. Women-owned
firms are much heavier credit card users than other small firms, most of
whom use bank loans and vendor credit for short-term financing.

[ ) Despite the problems encountered when seeking financing for their
business, banks are the most popular source of short-term financing for
women and men business owners alike. However, a larger proportion of
women business owners rely on private sources for financing than do their

male counterparts.

o Just over six in 10 women business owners state that they have long-term
capital needs, a lower percentage than all small- to medium-sized firms.
The types of long-term capital sought within the past year or that women
business owners plan to seek in the next 12 months include term loans

from a financial institution and equipment leasing.

[ Although the long-term capital needs of women-owned businesses are
similar to most businesses, a greater proportion of women-owned firms
are turning, or are forced to tumn, to private sources, and to a wider variety

of sources, to fulfill their long-term capital needs.
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Business financing is one of the most important issues facing small businesses today. It

is a key concern among women business owners, who are encountering significant
barriers to assess to capital. These barriers are hindering the growth of these
businesses - businesses that are growing at a faster rate than the national average
despite these hindrances. Removal of these financial barriers would encourage even
stronger growth in this important sector, and would result in much greater economic

growth throughout the economy.
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METHODOLOGY

In November 1992, the National Foundation for Women Business Owners (NFWBQO)
mailed 3,855 questionnaires to members of the National Association of Women
Business Owners (NAWBO). Of the 3,855 questionnaires sent out, 1,071 completed

questionnaires were returned -- for an impressive 28% response rate.

A respondent base of 1,071 yields statistical reliability of plus or minus 3.2% at the 95%
confidence level. This means that, 95 times out of 100, survey responses will be within

3.2% of true population values.

The completed questionnaires were tabulated and analyzed by C.J. Olson Market
Research in Minneapolis, MN, a woman-owned research firm. Carolyn Oison,
President of C.J. Olson Market Research, also assisted NFWBO in the design of the

survey.
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un & Breadstreet nformation Services is proud to partner with the National Foundation for

Women Business Owners (NEWBQO) to produce this comprebensive. empirical study on the stute

of women-owned businesses in the [ nited States. The idea for the sty was the Foundation's.
and the organization has heen an owtstanding partner throughout its development. We are pleased to
hate produced together a study that docaments the power of wonien-owned businesses in the nation's
eCononyY.

The study's powerful resuldts. which are captured in this report. "Women-Owned Businesses:
Breaking the Boundaries.” are important to a wide range of groups in the business community—
from hankers and marketers to potential suppliers and partners. This study documents the enormous
progress that women-owned businesses bave made in the past few years.

The study and its findings are also important to Dun & Bradstreet. As the world’s largest provider
of business-to-business financial, credit and marketing information. we take pride in the integrity
and usefulness of the records we maintain on more than 38 million businesses around the world.

We are pleased that. by providing access to our information and participating in the study's
analvsis. we bave contributed to the production of this report. And we know that the NFWBO’s dedica-
tion to supporting and advancing women-ouned businesses will ensure that this information will he
widely disseminated to belp us all better understand the acbierements and significance of women-

owned businesses.

David T Kresge, Ph.D.

Senior Vice President, Analytical Services

Dun & Bradstreet Information Services, North America



he crnervence of women-otened Dusmesses as an increasingly potent economic force has heen

one of the defining trends of the pust decade. This report demonstrates the continued progress

cned wroweth of women-ouned firms in this country. For me. ds a wontdan entrepreneur. there is a
sense of pricie cond excrement at the level of achievement and economic contribution which these sta-
HstiCs docinent.

Today. there are ~. 7 million women-owned businesses in the U.S.. providing over one-third more
Jobs i1 the [7S. than the Fortune 500 compeanies provide worldwcide. Women-owned businesses are
soaring bevond the curve. exhibiting above-average growth rates in numbers of firms and employ-
ment. Further. this report shouws that these businesses are as financially sound and creditworthy as all
LS. firms.

D1 1992, the National Foundation for Women Business Ouners’ first report of statistics on women-
ouned businesses stunned the business world by documenn’né; women-ouned firms' economic force
and began changing the way these businesses are viewed. Economic policy makers, financial deci-
sion makers and corporate leaders started to focus on women-ouwned businesses.

Our hope is that this report will further strengthen the recognition of the vital role women-owned
husinesses play in the present and future health of our country’s economy, thus creating opportini-
ties for every woman business owner.

On bebalf of all the women business owners whose accomplishments are documented in this
report, we thank Dun & Bradstreet Information Services for collaborating with us. Certainly access to
their business deatabase, the most comprebensive in the US.. was essential. More important, their sub-
stantive collaboration in the economic analysis and report preparation demonstrates their recogni-
tion of the seriousness and significance of women-owned businesses.

Our gratitude also goes to two corporations which bave supported every major National
Foundation for Women Business Ouners’ research project over the last four vears, ATET and 1BM.

Thanks to them the hody of knowledge about women-ouned businesses has grown significantly. Their

generosity bas made this report possible. f

LauraWHenderson
Chair, The National Foundation for Women Business Oumers

President and CEO. Prospect Associates
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